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SYMBOLS AND ABBREVIATIONS 
In the statistical tables : 
Format of the numbers: space for thousands and"."for the decimal place 
- : not available or not relevant. 
Community countries: 
D : Germany 
DK : Denmark 
E : Spain 
F : France 
GR : Greece 
I : Italy 
El : European institutions 
IRL : Ireland 
NL : Netherlands 
Ρ : Portugal 
BLEU : Belgo-Luxembourgish Economic Union 
UK : Unted Kingdom 
Other abbreviations : 
Bn : billion 
Mio : million 
ACP : countries part in the Lome Convention (see Annex "Geographical Nomenclature) 
EFTA : European Free Trade Association (see Annex "Geographical Nomenclature") 
BIS : Bank for International Settlements 
CEC : Commission of the European Communities 
UNCTAD : United Nations Conference on Trade and Development 
IMF : International Monetary Fund 
GATT : "General Agreement on Tariffs and Trade" 
OECD : Organization for Economic Cooperation and Development 
WTO : World Tourism Organization 
OPEC : Organization of Petroleum Exporting Countries (see Annex "Geographical Nomenclature")) 
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BALANCE ON CURRENT ACCOUNT CALCULATION OF THE COMMUNITY BALANCE 
The balance of payments is a record of international trans-
actions between the residents of a given country and 
non-residents. 
The figures are posted In line with the principle of double-
entry bookkeeping: each transaction is posted twice, with 
identical values but opposite signs. 
The balance of payments is divided into two parts: 
- the balance on current account; 
- the balance on capital account (which records changes in 
claims and liabilities vis-à-vis the rest of the world). 
The Community's current account balance as presented in 
this study is compiled in accordance with the methodology 
defined by the IMF (cf. "Balance of Payments Manual", IMF, 
Fourth Edition, 1977). 
Current account transactions are as defined below. 
"Merchandise": the values of the goods as they cross the 
frontier of the exporting economy. 
"Services": transactions relating to transportation, tourism 
and other services of any kind. 
"Investment income", also called "capital income": inter-
est and dividends on direct and portfolio investments as 
well as interests for loans. 
For reasons of data availability, reinvested profits have not 
been included in the investment income shown here. 
"Labour income": mainly the remuneration of frontier and 
seasonal workers. 
"Government services": transactions relating to official 
bodies abroad (embassies, consulates, military estab-
lishments, etc.) and joint military agreements such as 
NATO. 
The estimates of the EUR12 current account balance corre-
spond to the sum of the estimates of the 11 current account 
balances of the 12 Member States (Belgium and Luxem-
bourg compile their balance together), to which is added 
the balance of the Community institutions. 
The Member States' current transactions are broken down 
geographically into intra-EUR12 and several zones for 
extra-EUR12. The transactions are allocated to the appro-
priate partner according to the criterion of residence of the 
partner to the transaction. 
To analyse the Community's trade with the rest of the world, 
all intra-Community flows must be deducted and only extra-
Community flows taken into account. 
PROBLEMS WITH THE GEOGRAPHICAL 
BREAKDOWN 
Several problems of both coverage and quality arise with 
calculations of the Community's balance on current ac-
count with a geographical breakdown. Information on the 
partners' residence is not always available and the partners 
for certain transactions are not always properly identified 
(in some cases, flows are broken down in line with the 
currency used for the settlement). 
For trade in merchandise, fairly detailed customs records 
are available and trading partners can be determined from 
these. 
The statistical apparatus is less extensive and less reliable 
where invisibles are concerned. The increasing complexity 
of economic circuits and transnational financial mechan-
isms makes it particularly difficult to assess flows of invest-
ment income. 
"Unilateral transfers", also called "unrequited transfers": 
transfers of private funds (from immigrant workers to their 
country of origin, from migrants to their country of destina-
tion, for example) and official unrequited transfers (con-
tributions to international organizations, official 
development aid, donations, pension payments, etc.). 
Current transactions other than in merchandise are called 
"invisibles". 
Merchandise, services and investment income cover the 
majority of the Community's current transactions (approxi-
mately 55%, 20% and 20% respectively). The other Items 
account for smaller flows. 
In some cases, the geographical breakdowns of Member 
States' have been corrected and completed in order to take 
into account the problems. A detailed methodology is 
presented in annex. 
Measuring reliability: asymmetries 
In theory, the intra-Community balance on current account 
is nil and the extra-Community balance is therefore equal 
to the total balance. But various problems, in particular 
errors in geographical allocation, mean that the intra-Com-
munity balance is not nil in practice. 
Notice 
For this reason, when the Community's current account 
balance with the rest of the world is analysed, the total 
balance is considered to be closer to the correct extra-Com-
munity balance. 
The sum of the balances by zone differs slightly, therefore, 
from the Community balance used for the analysis. 
The Community's balance with itself is called the intra-
Community asymmetry. Over the whole of the period 1980-
1989, it amounted to 1% of current transactions (2.3% for 
merchandise, 2.4% for services and 5% for investment 
income). 
A comparison of the bilateral data for the USA, Japan and 
the Community (see Methodology) shows that the merc-
handise statistics are of better quality than services statis-
tics. There are also major asymmetries in the investment 
income data. 
Conclusion 
Owing to problems of statistical coverage (discussed in 
detail in the "Methodology" annex) and the estimates which 
had to be made, the data for Community trade in a geo-
graphical breakdown are not of very high quality. However, 
from the point of view of analysis, the estimates made for 
this study appear to be consistent and the main trends 
noted over the ten-year period correspond to macroecon-
omic phenomena observed elsewhere. 
Owing to the shortcomings of the data, it would be better 
to take structures rather than amounts into account for the 
analysis, to consider cover ratios rather than balances (the 
value of balances by partner country is not very meaningful) 
and to consider trends rather than figures for any given 
date. 
I. THE COMMUNITY CURRENT ACCOUNT BALANCE 

I. The Community current account Balance 
COMPOSITION BY ITEM OF THE COMMUNITY'S 
CURRENT ACCOUNT TRANSACTIONS 
Merchandise is the most important component of the 
current account but invisibles are more important than 
they are in terms of world averages. 
On average for the period 1980-1989, merchandise exports 
accounted for 57% of Community credits on current ac-
count and imports for 59% of debits. 
For the Community's two main competitors, merchandise 
is an even more crucial item: in the United States, it 
accounts for 64% of credits and 71 % of debits and in Japan 
for 75% of credits and 64% of debits (1980-1989 averages). 
The comparison with the United States must, however, be 
treated with caution: many services and all unilateral trans-
fers are recorded net in the American balance, and these 
flows are therefore underestimated in relation to merchan-
dise flows. 
In 1989, almost 19% of the Community's current account 
transactions (average of credits and debits) were made up 
of services flows, a higher figure than the world average of 
approximately 15%. 
In the USA and Japan, the share of services flows was 
smaller, with the credits side being different from the debits 
side (see table). In both these countries, the composition 
of current account credits is quite different from that of 
debits owing to the large imbalances in merchandise. 
Over the past ten years, investment income flows have 
become increasingly important. 
In 1989, investment income accounted for 21% of the 
Community's current account credits. This type of trade 
expanded enormously during theten years in question, with 
investment income accounting for under 16% of current 
account credits in 1980. 
In the United States, the share of investment income in 
current account credits was 18%. 
In Japan, the expansion was even more marked than in the 
Community: from only 7% in 1980, investment income shot 
up to over 25% of the country's current account credits in 
1989. Over the last three years, the figure more than 
doubled. 
Other current account flows of lesser importance. 
The other types of invisible transactions (unilateral trans-
fers, government services and labour income) do not ac-
count for more than 5% of Community flows. 
However, the balance on transfers is highly negative and 
has a considerable effect on the net current account bal-
ance. 

























































































































































C : Credits - D : Debits 
* : US structure calculated excluding unilateral transfers 
I. The Community current account Balance 
THE COMMUNITY'S PLACE IN WORLD TRADE 
Over the period 1980-1989, the European Community 
was one of the world market leaders in terms of current 
account flows. 
The Community's current account transactions with the rest 
of the world amounted to ECU 724 billion on credits and 
ECU 734 billion in debits in 1989. 
Over the second half of the decade, Community current 
account credits rose by an average of 2.5% per annum in 
value terms, similar to the world-level figure. 
Over the same period, the current account credits of the 
other industrialized countries, and those of some of the 
Asian economies, rose more steeply than Community cre-
dits (see table below). 
These amounts represent 23% of total world current ac-
count transactions (see table opposite). The Community 
is therefore ahead of the USA, Japan and all the Asian 
developing countries (19%, 11% and 14% respectively of 
world current account transactions). 
In 1989, the Community's share of world exports was by 
far the largest in the field of invisibles, with the Community 
accounting for 20% of world exports of merchandise as 
opposed to 30% of services credits and 33% of investment 
income. 
The three entities, Community + USA + Japan, together 
make up almost half of world merchandise exports and 
almost three-quarters of world investment income. 
Since 1985, the Community's current transactions have 
risen at a lower race then those of other industrial countries. 
Increase in world trade during the 1980s. 
The 1980s were marked by a sharp rise in world output, 
and especially world trade, with exports rising as markets 
expanded. 
According to the GATT Annual Report (International 
Trade 1989/1990, GATT, 1990), over the period 1980-
1989 the increase in world trade was 50% higher than in 
output, with overall growth of 50% in volume terms and 
75% in value. 
The increase was even more striking in services (an 
estimated 100% rise in value). 
The rise in foreign investment (and consequently in in-
vestment income) was also exceptionally steep, 
prompted by deregulation and the liberalization of finan-
cial markets in many countries. The world stock of foreign 
direct investments, which forms part of investment 
abroad, doubled between 1980 and 1987. 
Average annual growth of transactions, 1985-1989, in value, by compiling country 






















































































I. The Community current account Balance 
The Community in the world balance on current account 
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: Intra­Community flows are not Included In EUR12 and World data. 
: This zone also includes international organizations, which account for substantial amounts of official transfers. 
* : US unilateral transfers are recorded net The world structure excludes the USA 11 
I. The Community current account Balance 
THE COMMUNITY'S CURRENT ACCOUNT BALANCE 
Variations less marked than in the USA or Japan. 
In 1989, the Community's current account was more or less 
exactly in balance (ECU 200 million) and down for the third 
year running. It had peaked at +47 billion in 1986. 
Compared with the figures for the USA and Japan, the 
Community's in balances over the past ten years have been 
rather limited (see graph). The balance on current account 
has not risen above 1.4% of Community GDP, whilst the 
US current account deficit reached 4% of its GDP in 1987 
and Japan's surplus was 4.3% of its GDP in 1986. 
The Community's balance on current account peaked 
at ECU +47 billion in 1986 and has been deteriorating 
since. 
Movements in the Community's balance on current account 
are determined largely by changes in the trade balance, 
which has been very much affected by the wide fluctuations 
in the US trade balance (moving more or less in the 
opposite direction). 
The Commnity, the USA and Japan: 
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1980-1985: Effect of US demand 
Over the period 1980­1985, the Community benefited from 
the increase in US domestic demand. The dollar appreci­
ated sharply against the ecu (by approximately 80% over 
the whole of the period). European products reaped the 
benefit of competitive prices on the American market. Over 
the same five years, Community exports of merchandise to 
the United States rose by 22% per annum in value, whilst 
imports from the United States rose by only 9% per annum. 
The Community's trade balance with the United States 
improved to the tune of ECU 30 billion between 1980 and 
1985. 
For the same reasons, the Community's services balance 
rose by ECU 8 billion over the same period. 
1986: Fall in the price of oil 
In 1986, the dollar began to depreciate against the ecu, and 
the Community's trade balance with the United States 
improved further (owing to a sharp reduction in imports in 
value terms and a continued high level of exports). 
In 1986, the price of a barrel of oil virtually halved, from $US 
27 a barrel to $US 15 a barrel (community import price of 
crude oil). With a depreciating dollar, oil import prices foil 
by almost 60% if expressed in ecus. The Community's 
balance with the OPEC countries on the merchandise 
account rose by ECU 17 billion, moving into surplus. 
In that same year, the Community's trade surplus with the 
"other developing countries" zone shot up by almost ECU 
5 billion, largely accounted for by Latin America (Brazil, 
Argentina and Mexico, in particular). 
Finally, the Community's balance on current account 
reached its highest level of the decade in 1986: +ECU 47 
billion as against ­ECU 30 billion in 1980. 
End of the decade: return to equilibrium 
Between 1986 and 1988, the rise in world trade levelled out 
(1986 even saw a fall in the value of current account 
transactions measured in ecus). The current transactions 
of the Community, the USA and Japan in relation to GDP 
were lower than during the first half of the decade. 
Between 1986 and 1989, the balances on goods and on 
services with the USA deteriorated (by ECU 21 billion and 
7 billion respectively) as a result, initially, of the continued 
fall in the dollar rate against the ecu (­17% between 1986 
and 1988) and, in 1989, of a significant growth differential 
between the USA and the Community (2.5% and 3.5% 
respectively). 
Trade surpluses with the OPEC and the EFTA countries 
were still increasing but at a slower rate and the trade 
balance with the "other developing countries" zone plum­
meted (by ECU 16 billion in three years) to ­ECU 10.5 billion 
in 1989. 
The Community's balance on current account thus rapidly 
returned to equilibrium. 
12 
I. The Community current account Balance 
Persistent deficits 
In line with these short term rends, major and consistent 
longer-term trends were apparent in the Community's cur­
rent account flows, pulling the overall balance downwards: 
the deterioration in the trade balance with Japan (from 
-ECU 10 billion in 1980 to -ECU 25.5 billion in 1989) and 
the deterioration in the balance of investment income with 
the EFTA countries (which fell from -ECU 6 billion in 1980 
to-ECU 17 billion in 1989).1 































Breakdown of the current account 
balances of the Community, the USA and Japan 
EUR12 USA Japan 
billion ecus billion ecus billion ecus 
100i 100n 
~i ι—ι ι—ι 1—ι—ι ι—r~ -200 "H 1 1 ι 1 ι 1 1 1 Γ~ -200 ^—ι 1 ι 1 1 1 1 1 1 τ -
80 81 82 83 84 85 86 87 88 89 80 81 82 83 84 85 86 87 88 89 80 81 82 83 84 85 86 87 88 89 
Current balance Merchandise Services 
Investment income — Uni. transfers 
(1) : Estimates of EUR12 balance broken down by partner country are not very reliable (see notice and methodology.) Figures commented in this 
part constitute the 2 major deficit for the Community in 1989, they are only indicators. 
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I. The Community current account Balance 
GEOGRAPHICAL BREAKDOWN OF THE COM-
MUNITY'S CURRENT ACCOUNT TRANSACTIONS 
The USA, the Community's major partner. 
The Community's major partners are the USA followed by 
the EFTA countries, which accounted for 25% and 23% 
respectively of the Community's transactions on current 
account (credits + debits) with non-Community countries in 
1989. 
Japan's share was 8%, as was the share of the other 
Industrialized countries (Canada, Australia, Turkey and the 
smaller countries of Western Europe). 
The share of the OPEC countries fell from 17% in 1980 to 
7% in 1989. Over the same period, the shares accounted 
for by Japan, the United States and the EFTA countries 
each rose by 4%. 
The "other developing countries" group (i.e. Asia, South 
America and North Africa) accounted for 16% of the Com-
munity's current account transactions throughout the ten-
year period. 
The Community's trade with the ACP countries (i.e. the 
developing countries of Africa, the Caribbean and the 
Pacific associated with the Community via the Lomé Con-
vention) and with those countries which in the 1980s had 
centrally-planned economies was less significant (5% and 
6% respectively). 
The structure of trade in merchandise differs quite markedly 
from that of trade in invisibles (where the United States 
plays the dominant rôle). 









































































































































































































































































































































































I. The Community current account Balance 
Over the ten-year period, trade with the industrialized 
countries expanded more rapidly than with the develo-
ping countries. 
Current transactions with the industrialized countries rose 
by 10.5% per annum between 1980 and 1989, whilst with 
the developing countries the increase was only 3.5% per 
annum. 
For merchandise trade, the difference arose mainly from 
the lower value of trade with the petroleum-exporting coun-
tries. 
year against +5% for services and +14% a year as against 
+7% for investment income). According to IMF data, the 
industrialized countries together accounted for 80% of 
gross income from services and investments in 1989, a rise 
of around 1% per annum since 1985 (but coverage of 
investment income in the developing countries is incom-
plete, with data missing for some of the OPEC countries). 
The Community's in invisible transactions with Japan rose 
particularly sharply (+27% a year for investment income 
and +13% a year for services). 
Trade in invisibles rose twice as quickly with the indus-
trialized countries as with the developing countries (+9% a 
Geographical breakdown of the Community's trade in 
















Class I = ind. countries Class II = dev. countries Class III = Ex-State-trading countries 
15 
I. The Community current account Balance 
The structure of current account transactions differs mar-
kedly from one zone to another. 
The Community's trade with the former State-trading coun-
tries is dominated by merchandise. 
Similarly, merchandise accounts for an above-average per-
centage of imports from Japan and exports to the EFTA 
countries. 
The Community conducts the bulk of its trade in services 
with the USA. 
Services account for a particularly low share of the Com-
munity's current account transactions with Japan. 
Investment income flows come to the fore In trade with USA 
and, more especially, Japan. 
46% of the credits in Japan reported by the Community are 
in the form of investment income (whereas this type of 
transaction accounts for only 21% of Community current 
account credits in the whole of the extra-EUR12 zone). 
Conversely, investment income generated in the OPEC 
countries appears to be extremely low in relation to the 
other credits recorded with the region. 
Share of the Community's current transaction ac-
counted for by partners for merchandise, services and 



















































































































































































Current account transactions between the Community, the 
USA and Japan showed a substantial increase over the ten 
years in question, in particular since 1985. 
In 1989, they accounted for 21% of the world's current 
account transactions (as against 16% in 1985). 
Comparisons based on the size of domestic markets are 
difficult to do as National Accounts are not harmonised fully. 
The Community's imports of goods and services are esti-
mated to account for 13% of its domestic demand (1980-
1989 avetado), the equivalent ratios for the USA and Japan 
being 10% and 11%. 
Trade between the three economies was much more dy-
namic on the invisibles market (services and investment 
income) than in merchandise. On average, throughout the 
period 1980-1989, each of the economies conducted 42% 
of its trade in invisibles with the other two economies, as 
against 32% of its merchandise trade. 
Flows of invisibles between the three countries accounted 
for 27% of world flows of invisibles in 1989 (as against 20% 
in 1985). 
The Community is more easily accessible to the other 
countries in the world than the USA or Japan. On average, 
throughout the reference period, 70% of the Community's 
debits on current account were recorded with the "other 
countries in the world", as against 61% for the USA and 
Japan. 
Again, the Community looks more to the rest of the world 
for exports than does the USA or Japan : 70% of Community 
credits on current account were recorded with the "other 
countries in the world", as against 65% of US credits and 
only 50% of Japanese. 
The Community: 
As already stated, the USA is the Community's major 
partner as regards current account flows (25% in 1989), 
followed by the EFTA countries (23%) and Japan (8%). In 
merchandise trade alone, EFTA is more important than th9 
USA. 
The USA: 
The USA's major partner as regards the current account 
balance is the Community (26% of trade in 1989), followed 
by Canada (16%) and Japan (15%). 
On the invisibles market, the Community features much 
more prominently than any other of the USA's partners (the 
USA pays five times as much to the Community for services 
as to Japan and three times as much in investment income). 
Since 1985, Japan has tended to take the Community's 
place on the market for imports of merchandise into the 
United States. In 1989, US imports came mainly from 
Canada (23%), Japan (20%) and the Community (18%) 
whereas in 1985, when the American trade balance was 
reaching at its lowest level, 21% came from Canada and 
19% from both the Community and Japan. 
Japan: 
Japan has much closer ties with the USA than with the 
Community. 30% of its current account flows are with the 
United States and only 20% with the Community. In 1989, 
Japanese exports of merchandise went mainly to the USA 
(34%), to the four Asian "tigers·" (Hong Kong, Korea, Taiwan 
and Singapore, 19% of the total) and to the Community 
(17%). 
The tables on the following page describe multilateral trade 
between the Community, the USA, Japan and the rest of 
the world. 
The first two tables show the structures of trade as reported 
by each of the compiling economies. The statistical sources 
are:-forEUR 12, the geographical breakdown of the EUR12 
current account calculated by EUROSTAT; 
-For the USA, the geographical breakdown of the US 
current account presented by the US Department of Com-
merce; 
- For Japan, the geographical breakdown of the Japanese 
current account presented by the Bank of Japan; 
- For the rest of the world, the breakdown derived from the 
reciprocal data compiled by the Community, the United 
States and Japan. 
The third table ¡s a cross-referenced matrix estimating the 
size of bilateral flows between each of the four blocs. When 
the table was calculated, bilateral asymmetries were 
deleted (the data, especially those relating to invisibles, are 
not very reliable). 
Intra-Community flows are not taken into account in any of 
the three tables. 
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I. The Community current account Balance 








































































































































































































































































































Il - THE COMMUNITY'S CURRENT ACCOUNT 
BY PARTNER ZONE 
II. The Community's current account by partner zone 
11.1 
THE COMMUNITY'S TRANSACTIONS WITH THE USA 
There was a rapid worsening of the Community's current 
account balance with the USA aner 1986, on all major 
items. 
The Community's most important partner 
The United States is the Community's major partner for 
current account transactions overall. In 1989, these flows 
(average of credits and debits) amounted to ECU 185 
billion, 26% and 25% respectively of the Community's 
current account credits and debits with extra-EUR12.27% 
of US current account credits and 26% of debits were with 
the Community. 
The Community conducts more trade in invisibles (services 
and investment income) with the USA than with any other 
zone.They account for 66% of current transactions with the 
USA (as against 45% for the Community's external trade 
as a whole). 
Over thesen years in question, the Community's bal­
ance on current account was to a large extent in­
fluenced by movements in the US trade deficit. 
The US current account balance saw an unprecedented fall 
between 1982 and 1985, from -ECU 4 billion in 1981 to -181 
billion in 1985, with a climb back to -120 billion by 1989. 
These fluctuations had a considerable impact on world 
trade flows. Over the same period, the Community and 
Japanese balances with the USA moved in opposite direc­
tions. 
In 1989, the Community's trade balance with the USA went 
into the red again.1 The cover ratio fell from 138% to 98% 
in three years. 
The Community's major partner for trade in services 
In 1989,31 % of the Community's trade in services was with 
the USA. Its cover ratio fell sharply after 1986, owing mainly 
to a loss of competitiveness on the American market in the 
field of "Other services" (in particular, professional services 
and insurance)2. 
According to EUROSTAT estimates, the services balance 
with the United States is worsening but was still positive in 
1989 (as it was throughout the ten-year period). However, 
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American statistics indicate that the United States had a 
surplus on services with the Community from 1987 onwards 
(see Methodology: comparison of bilateral data). 
Between 35% and 40% of Community investment in­
come flows 
Investment income transactions between the Community 
and the USA amounted to close on ecu 50 billion in 1989, 
compared with around ecu 100 billion within the Community 
and 150 billion between the Community and the rest of the 
world as a whole. 
Throughout the period 1980-1989, over one-third of the 
Community's foreign investment income transactions were 
with the United States. The lion's share of its direct invest­
ment went to the United States (between 65% and 80% of 
direct investment abroad between 1984 and 1988). US 
direct investment in the Community was also a very import­
ant item at the start of the decade. However between 85 
and 88, they increased at a slower pace then those of Japan 
and the EFTA countries. In 1989, the USA investments in 
the Community were approximately of the same size as 
those of EFTA countries . 
(1) : All the Member States with the exception of Germany and Italy were running a deficit with the USA in 1989. From 1985 onwards, Italy had a 
considerable trade surplus (of the order of ecu 4 billion), whilst the cover ratios of all the other Member States deteriorated (the German surplus fell 
from about ecu 10 billion in 1985 to 4.5 billion in 1989).. 
(2) : Half of the Community's surplus with the USA on services was due to the United Kingdom, 45% of whose exports of "Other services" went to 
the USA in 1985. These exports have fallen in value, mainly because UK insurance companies have lost ground. The United Kingdom's surplus on 
services with the USA declined from +ecu5 billion in 1985 to only +2 billion in 1989. 
(3) : See: European Community direct investment, 1984-1988, EUROSTAT. Update for 1984-1989 to be issued soon. 
20 
The United States 
The bulk of the Community's investment income transac-
tions are carried out by the United Kingdom (approximately 
40%) and France (20%). The German surplus is significant 
(Germany is a net short-term capital lender to the rest of 
the world) but has been declining since 1985. 
majority of those flows were linked with American expendi-
ture on NATO military forces in Europe, which is recorded 
on this line of the balance sheet. 
PATTERN OF TRADE OF THE MEMBER STATES: 
Major partner for "Government services" flows 
9 billion of the ECU 12 billion in credits under the heading 
"Government services" came from the USA, 80% of them 
reported by Germany and 14% by the United Kingdom. The 
The United Kingdom traditionally conducts a larger percent-
age of transactions on current account with the United 
States than do the other Member States (the USA accounts 
for 28% of the United Kingdom's current account flows with 
extra-EUR12, as against a Community average of 25%). 
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II. The Community's current account by partner zone 
11.2 
THE COMMUNITY'S TRADE WITH JAPAN 
It is with Japan that the Community's trade deficit shows 
the greatest external imbalance, whilst cover ratios for the 
major items in the balance on current account have tended 
to show an improvement since 1986. 
7% of the Community's current account credits (and 9% of 
debits) are with Japan, and 20% of Japan's current account 
flows (credits and debits) are with the Community. 
Trade exceptionally dynamic 
During the ten years in question, the Community's current 
account transactions increased more in value with Japan 
than with any other zone: between 1980 and 1989, the ecu 
value of trade in merchandise rose by 15% per annum as 
against 8% with the other countries of the world. Similarly, 
trade in services rose by 14% per annum as against 8% 
and investment income flows by 30.5% per annum as 
against 15%. The overall increase in current account trans­
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Slight improvement in the merchandise trade cover 
ratio 
The Community's trade deficit shows its most serious im­
balance vis­à­vis Japan. Over the ten­year period, the 
Community's balance on merchandise fell from ­ECU 10 
billion to ­26 billion. However, there was no deterioration in 
the cover ratio between 1980 and 1989 ­ the deficit wors­
ened as a result of a "basis effect" (the rise in imports in 
value terms remained higher than the value rise of exports 
due to the wide) deficit. 
Since 1987, there has, however, been a slight improvement 
in the cover ratio. 
Steady improvement in the services balance 
The cover ratios for trade in transportation and, even more 
noticeably, tourism have steadily improved over the past 
ten years (the Community's tourism expenditure in Japan 
remains very low). 
In contrast, imports of "Other services" have risen more 
rapidly than exports but the cover ratio stayed around on 
heathy 200%. 
The Community's balance on investment income: large 
surplus 
The Community's balance with Japan on investment in­
come shows a structural surplus. Over the ten years in 
question, the cover ratio remained above 140%.This posi­
tive balance is important and, together with the surplus on 
services, offsets the trade deficit to some extent. 
The United Kingdom is almost entirely responsible for the 
surplus. UK investment income credits with Japan 
amounted to ECU 16 billion in 1989 (65% of Community 
credits). 
These figures result from the activity of numerous 
Japanese banks which have set up establishments in 
Europe, especially in London. Much of the Community 
surplus could arise from interest on short­term loans 
granted to Japan by these banks.(See box). One should 
note, however, that reinvested comings are not taken into 
account and that transactions on investment income are 
probably the major problem in the recording of current 
account flows(see methodology). 
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Japan 
EXPORTS AND IMPORTS OF CAPITAL TO AND FROM JAPAN 
In the Japanese current account balance with the rest of the world, the line "investment income" (excluding reinvested 
profits) showed a surplus of ECU 21 billion in 1989, following a sharp rise in the figures since 1985. 
Japan is one of the world's major investors. 
Over the period 1980­1989, its trade surpluses were recycled via massive investment in the USA and, to a lesser extent, 
in Asian economies (other than Japan). In 1986, Japan's stock of investments abroad was divided up as follows: 34% 
in the United States, 2 1 % in South and South­East Asia and only 13.5% in Western Europe.* 
These capital outflows have tended to consist more and more of purchases of securities (especially bills and bonds and 
mainly those issued by the American Government), with private direct investment accounting for a declining share. In 
1979,18% of the ECU 12 billion in investments abroad was accounted for by direct investment, 42% by commercial loans 
and trade credits and 36% by portfolio investments. In 1986, the same breakdown of the total of ECU 134 billion was 11%, 
8% and 77% respectively (70% of portfolio investments being foreign bonds). 
This pattern of investments led Japanese resident banks to contract short­term borrowings for the sake of liquidity: IMF 
stock statistics for Japan show a net position in 1986 of ­ECU 129 billion on the line for short­term capital of the deposit 
money banks, whilst Japan's net position for capital as a whole was +ECU 184 billion in the same year (in 1989, the 
corresponding figures were ­ECU 242 billion and +267 billion). The Japanese economy's short­term capital requirements 
are largely met by loans granted by Japanese banks established in Europe. 
Japan's international investment position 
(Stock data) 
The United Kingdom's short­term 
assets and liabilities in Japan 
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* : The data on Japanese capital exports in this paragraph are taken from Japanese Capital Exports and Asian Economic Development, OECD, 
1991. 
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II. The Community's current account by partner zone 
11.3 
THE COMMUNITY'S TRADE WITH THE 
EFTA COUNTRIES 
In overall terms, the Community's trade with the EFTA 
countries has been in balance since 1986. The exception 
is the deficit on investment income. 
In 1989, approximately 23% of the Community's current 
account transactions were with the EFTA countries and it 
is estimated that more than two-thirds of their current 
account flows were with the Community1. 
Trade between the different Community countries accounts 
for 55% of their total current account transactions. Trade 
between the EFTA countries accounts for only 13% of their 
total current account flows. 
Taking the internal trade of the two groups into account, the 
eighteen countries of the Community and EFTA between 
them conduct 47% of total international current account 
transactions 
The economies of the Community and the EFTA countries 
are closely intertwined. The EFTA currencies vary very little 
in relation to the ecu and Austria, Sweden, Switzerland and 
Finland have applied to join the Community. 
Over the period 1980-1989, the Community's current ac­
count transactions with the EFTA countries increased at a 
slightly slower rate than intra-Community transactions. The 
increases were very much lower than in trade between the 
Community and the USA and Japan (see graph beside). 
The EFTA countries are the Community's main part­
ners for merchandise trade. 
In 1989, 26% of the Community's trade in merchandise 
(exports plus imports) was with the EFTA countries (as 
against 20% with the USA). 
But as regards current transactions overall, the USA has 
the edge on the EFTA countries. 
The EFTA countries are one of the zones where merchan­
dise exports account for the largest share of the Com­
munity's credits on current account (67% in 1989 as against 
an average of 55%). 
The EFTA/EC trading axis has tended to become more 
important over the past five years in particular. In 1989,27% 
of the Community's exports went to the EFTA countries, as 
against 21%in 1984.ln the other direction, EFTAsold57% 
of its merchandise exports to the Community in 1989 (54% 
in 1984). 
The fall in Community exports to the OPEC countries as a 
result of their loss of purchasing power has been largely 
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offset by redirecting sales to the EFTA countries. On the 
import side, some of the Community's energy requirements 
have been met by the North Sea oilfields. 
Germany is almost solely responsible for the satisfactory 
state of affairs as regards the Community's trade balance 
with the EFTA countries (a surplus of almost ECU 20 billion 
in 1989 as against a deficit for the United Kingdom of almost 
10 billion). 
The EFTA countries account for a much larger share of 
exports from Germany than from any other Member State, 
with Germany exporting massively to Austria and Switzer­
land and, to a lesser extent, Sweden. 
The cover ratio for trade in services has improved, 
thanks to tourism. 
In 1989, 36% of Community receipts from tourism came 
from the EFTA countries (as against 30% from the USA) -
a total of ECU 13 billion. However, the EFTA share de­
pends on the US share since fluctuations in ECU/dollar 
parity lead to structural distortions. 
During the ten years in question, the cover ratio for tourism 
trade between the Community and the EFTA countries 
showed a steady improvement, whilst the ratio for other 
trade in services was largely stable. 
(1) : This estimate comes from a study on trade by Eurostat, "EC-EFTA, two decades of preferential trade relations", due out in 1992. Intra-EFTA 
flows have been ignored to make the external trade data of the Community and EFTA comparable. 
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EFTA countries 
AVERAGE ANNUAL INCREASE IN CURRENT ACCOUNT TRANSACTIONS, 
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Investment income: the deficit worsens. 
The balance of investment income with the EFTA countries 
moved steadily downwards, with a decline of almost ECU 
10 billion over the ten-year period. In 1989 alone, debits 
rose by ECU 9 billion. 
These sweeping movements in the balance are due mainly 
to the size of the amounts involved (in 1989, ECU 17 billion 
in credits and 35 billion in debits), with the cover ratio 
remaining stationary over the ten years. 
One important figure to note is the stock of direct invest-
ments, which account for only part of the EFTA countries' 
investments in the Community (see box). 
THE EFTA COUNTRIES' DIRECT 
INVESTMENT* 
.Seen in relation to gross domestic product, the EFTA 
countries' direct investment abroad were twice as high 
as in the previous two decades, with annual flows, of the 
order of ECU 2 billion in 1980, increasing to ECU 20.5 
billion in 1989. More capital was exported to the Com-
munity than in previous decades. In 1989, over half of 
the EFTA countries' stock of investment abroad was in 
the Community, comprising mainly capital originating in 
Switzerland (approximately 50% in 1989) and Sweden 
(35%)**. 
Conversely the Community's investment in the EFTA 
countries did not expand to the same extent. Only 
around 40% of foreign investment in the EFTA countries 
came from the Community, and the pace of investment 
(especially flows to Austria) began to speed up only in 
recent years.. 
* : The data on the direct investment of the EFTA countries shown 
here have been taken from an article published by EFTA in 1991 in 
"EFTA Trade 1990". 
** : The circulation of capital in the world is governed by a complex 
system of transit and financial intermediation in which the principal 
banking centres play an important part Some countries with a 
banking system of major world importance, export amounts of 
capital out of all proportion to their trade surpluses or their GDP. This 
concerns Switzerland and the United Kingdom which appear this 
among the foremost world investors. 
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The other industrialized countries 
11.4 
THE COMMUNITY'S TRADE WITH THE OTHER 
INDUSTRIALIZED COUNTRIES 
Overall, the balance on current account was in surplus 
throughout the 1980s, but the estimates for this region are 
not very reliable. 
Half of the Community's current account flows were with 
Canada and Australia (one quarter each) and half with the 
rest of the zone (mainly Turkey, Yugoslavia and South 
Africa). 
The Community is the main beneficiary of current ac­
count transactions. 
The cover ratio of current account flows between the Com­
munity and the other industrialized countries remained at 
around 120% throughout the ten years in question, even 
showing a slight improvement. 
Investment income in surplus 
The "investment income" line showed a fairly large surplus. 
Amounts of credits recorded with Canada and Australia 
rose by an average of 20% a year over the ten-year period. 
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II. The Community's current account by partner zone 
11.5 
THE COMMUNITY'S TRADE WITH THE OPEC 
COUNTRIES 
Since 1986, the balance on current account has been in 
surplus. Trade is dominated by merchandise and the 
overall results depend on changes in oil and dollar pnces. 
OPEC's share of the Community's current account 
expenditure fell by two­thirds in ten years, from 20% in 
1980 to 6% in 1989, with an annual average change in 
value of ­1.4%. 
Since 1979, the income of the OPEC countries has fallen, 
mainly as a result of changes in oil prices over the period, 
changes in the pattern of petroleum­based energy con­
sumption in the industrialized countries and the redistribu­
tion of their supplies. The fall in income was reflected in a 
fall in imports. 
Most of the contraction in trade with OPEC came during the 
period 1981­1988. In 1989, there was an upturn in the oil 
trade, with the share of world trade accounted for by exports 
from the Middle East rising in that year for the first time in 
ten years, although imports to the area remained station­
ary. 
The Community's trade with the OPEC countries 
Cover ratios 
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Trade dominated by merchandise 
In 1989, merchandise accounted for 68% of the Com­
munity's credits on current account with the OPEC coun­
tries and 65% of debits, whereas it accounted for under 
55% of transactions on current account with the Com­
munity's other partners. 
At the start of the period, the Community's merchandise 
balance with the OPEC countries was deeply in the red, 
comparable with the present deficit vis­à­vis Japan (esti­
mated at ecu ­24 billion in 1980). But with a very much 
lower oil bill (see box), the Community's balance on current 
account improved and even moved into surplus from 1986 
onwards. 
Service balance well In the black 
The Community's service balance with the OPEC countries 
is in the black, with the figures improving up to 1986 and 
subsequently falling back to the 1980 level. 
The three main types of services (transportation, tourism 
and "other") are in surplus, especially "other services", but 
all three cover ratios are worsening. 
Deficit on "investment income" 
The investment income cover ratio remained at a very low 
level, and even deteriorated from 62% in 1980 to 46% in 
1989. The 1989 deficit was some ECU 5 billion. 
The petroleum­exporting countries have a huge surplus on 
this item (cover ratio of 165% in 1989 according to the IMF 
tables). Although there was a sharp rise in their debits over 
the last five years and credits remained stable, the Com­
munity did not benefit from the change. 
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OPEC countries 
EUR12-OPEC MERCHANDISE TRADE 
Fluctuations in the oil bill 1980-1989 
In 1980, Community imports of merchandise from the OPEC countries amounted to 2.8% of Community GDP but fell to 
0.7% in 1989 as a result of changes in the pattern of imports of petroleum and petroleum products from that region. The 
Community hás become much less dependent on OPEC for its energy supplies. 
Between 1980 and 1985, Community imports of petroleum and petroleum products form extra-EUR12 plummeted by 44% 
as a result of both the Community's efforts to reduce its volume of energy consumption and develop alternative energy 
sources and the availability of North Sea oil. 
Between 1986 and 1988, imports of petroleum and petroleum products were stationary in volume terms but fell 64% in 
value. In 1986, the price per barrel halved in dollar terms and the dollar depreciated against the ecu, which meant that the 
price of a barrel of imported oil fell 60% in ecu terms between 1985 and 1986. Over the three-year period, the novel 
situation as regard import prices called alternative energy policies into question and eroded the United Kingdom's oil 
surplus, since North Sea oil became less competitive. 
In 1989, an increase in the volume of imports of petroleum products (+9%) and a rise in the price of the barrel of imported 
oil led to a sharp increase in the value of imports (by some 35%). In the same year, there was a 34% increase overall in 
Community imports of merchandise from the OPEC countries. 
Community imports of merchandise Price per barrel of oil imported Community imports of petroleum 
from the OPEC countries into the Community products from the OPEC countries 
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II. The Community's current account by partner zone 
11.6 
THE COMMUNITY'S TRADE WITH 
THE ACP COUNTRIES 
The ACP zone covers those countries which signed the 
Lome IV agreements (see box). 
The amounts recorded for the ACP countries are fairly small 
and are more or less in equilibrium. 
The ACP zone is not normally shown separately in the 
Member States' national statistics and since the figures 
shown here depend to a large extent on EUROSTAT 
estimates, they should be considered as a guide only. 
Markets stay weak 
Like the share of the OPEC countries, the ACP share in the 
Community's current account transactions fell between 
1980 and 1989, from 7% to 5%, with the Community's trade 
with the region increasing at a much slower than average 
rate (5% per annum as against an average of 9% with 
extra­EUR12). 
The GATT annual report highlights the downturn in Africa's 
international trade during the 1980s (especially during the 
period 1980­1987). 
Slow upturn in Community imports 
Since 1988, the African countries have seen trade expan­
ding more quickly than GDP, but with the fall in the prices 
of products such as coffee, cocoa, palm oil and aluminium 
in 1989, the upturn in Community imports slowed down. 
Deficit on "unilateral transfers" 
The deficit on unilateral transfers was close on ECU 4 billion 
in 1989. This item covers public development aid1 and 
private transfers of funds by immigrants who have settled 
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: fígen'a mí Gabon ¡¡so belong to OPEC 
(1) : Payments by Community institutions under the Lomé Convention should be included with Community debits of unilateral transfers vis­à­vis the 
ACP countries. Since the Community institutions' flows could not be broken down (see Methodology), it may be assumed that the deficit on unilateral 
transfers shown here is underestimated. : 
30 
The ACP countries 
THE LOME CONVENTION 
In 1957, the Treaty of Rome provided for a convention with the colonies of the signatory states which would aim to maintain 
trade and aid links. With many countries becoming independent, a new Convention (Yaoundé I) was signed in 1963, laying 
the foundations for the future Lomé Conventions: its provisions included preferential trade agreements (including access 
for basic products to the European market) and technical and financial assistance. 
The 1973 Act of Accession of the United Kingdom included a special protocol on the Community's relations with the 
Commonwealth countries. Negotiations were extended to other African countries and led to a new Convention in 1975 
(Lomé I) between the Community and those countries which joined together for the occasion to form the "ACP group". 
Between 1975 and 1990, the Convention was amended and renewed every five years (Lomé IV was signed in 1990). New 
mechanisms have been set up, in particular STABEX (to protect the incomes of countries exporting. Basic products against 
falls in prices or in output) and various arrangements for aid and backing for investment in the ACP countries. 
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II. The Community's current account by partner zone 
11.7 
T H E COMMUNITY'S TRADE WITH THE OTHER 
DEVELOPING COUNTRIES 
7ne Community's balance on current account has been in 
deficit since 1988, due mainly to a drastic deterioration in 
the trade balance. 
Worsening of the trade balance 
The Community's trade balance with the "other developing 
countries" took a serious turn for the worse in 1987, becom­
ing negative in 1988 and falling to ecu ­10.5 billion in 1989. 
The 1980s saw the emergence of "newly industrializing 
countries"1 among the developing countries. The perfor­
mance of some of those countries as regards exports of 
manufactures have had a considerable effect on trade 
relations between the Community and the "other develo­
ping countries". 
"Other developing countries" account for an increasing 
share of the Community's merchandise imports (17% in 
1989 as against 15% in 1980) but a decreasing share of its 
exports (16% in 1989 as against 18% in 1980). 
The figures for the Community's trade with the various 
countries in this zone are not uniform. The 1988 deteriora­
tion in the trade balance was largely the result of sharp rises 
in imports from certain South American economies and 
from Taiwan(see graph). 
Worsening of the service balance 
But the main factor responsible for the worsening of the 
service balance was the abrupt rise in tourism expenditure 
in the region by Community nationals (up 17% per annum 
over the last three years as against 8% per annum in 
previous years). 
The Community's "other services" balance with the "other 
developing countries" shows a structural surplus (benefit­
ing from strong demand in certain fields, especially those 
linked to technology transfer). In 1987, however, Com­
munity exports of "other services" fell in value terms. 
The Community's trade with the "other developing countries" 
Cover ratios 
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The Community's trade balances with some 
of the "other DCs" 
billion ecu· 
1 1— 
85 86 87 
EUROSTAT external bade data 
89 90 91 
(imports CIF and exports FOB) 
(1)1 A study by Eurostat refers to several w a v e s of "newly industrializing countries", the first being the four "tigers" of South­East As ia ( H o n g Kong, 
South Korea , T a i w a n a n d S ingapore) , the second Malaysia , the Philippines a n d Tha i land a n d s o m e of the Latin Amer ican countries (Argentina, 
Brazil a n d Mexico) a n d the third three important Asian economies which a re developing more slowly (China, India a n d Indonesia) . 
See "EC­NICs Trade", EUROSTAT, 1991. 
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The other developing countries 
Worsening of the investment income cover ratio 
The Community's net investment income from the "other 
developing countries" zone fell by 50% between 1985 and 
1988. There was a slight improvement in 1989. 
The 1986 fall was due to a drop in the value of transactions 
(-23% for credits and -20% for debits) coinciding with the 
depreciation of the dollar against the ecu. 
According to IMF data, in 1986 the Latin American econ-
omies saw an improvement in their deficit on "investment 
income" from ecu -45 billion to -32 billion, with the reforms 
introduced in certain countries finally leading to substantial 
reductions in debt servicing. 
In 1986, the Asian developing countries saw the same 
deficit drop from ecu -15 billion to -11 billion. 
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II. The Community's current account by partner zone 
11.8 
THE COMMUNITY'S TRADE WITH THE FORMER 
STATE-TRADING COUNTRIES 
The share of the Community's current account transactions 
accounted for by the former State-trading countries is 
estimated at 7% of the extra-EUR12 total. Merchandise 
trade makes up 80% of these flows. 
The figures for this zone are still not very reliable and are 
shown here for information only. 
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STATISTICAL TABLES 
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- 1 1 528 






- 2 174 
43 
43 
- 1 385 
- 1 2 947 






- 1 249 
38 
25 
- 1 279 
- 1 1 841 






- 1 466 
23 
93 
- 1 644 
- 8 1 1 0 






- 1 231 
43 
174 
- 1 613 
- 8 788 






- 2 140 
25 
247 
- 1 553 
- 9 148 
- 7 607 
- 381 
362 
- 1 067 
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- 10 521 
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compiling economy : NETHERLANDS 
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(Credits and Debits ¡n Mb ecus, Cover rates as %) 
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partner : OPEC 
(Credits and Debits in Mb ecus, Cover rates as %) 
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partner : Class III (former state-trading countries) 
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3 381 
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compiling economy : BLEU 




















1 > ^ k n i i # i r» / * r t rv i r * 
1980 
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5 7 5 5 
















(Credits, Debits and Net flows in Mb 
1981 
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seus, Cover rates as %) 
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36 949 























































































































222 266 291 220 220 223 
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5 569 
127 
compiling economy : BLEU 
partner : Extra-EUR12 
(Credits, Debits and Net flows in Mb ecus, Cover rates as %) 











































































































































































































































46 732 49 045 
91 93 
890 976 
43 002 44 731 
Cover rates 
106.4 104.8 104.2 102.8 101.7 103.8 105.4 1072 
Net 
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8 5 0 9 
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431.5 
60.1 












































- 1 865 
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compiling economy : BLEU 
partner : Class I (industrial countries) 
(Credits and Debits in Mb ecus, Cover rates as %) 
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partner : Other industrial countries 
(Credits and Debits in Mb ecus, Cover rates as %) 
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- 1 344 
- 2 305 
7 292 








- 1 876 
4 727 
Net 








- 2 041 
- 1 199 








- 4 272 
2 788 








- 2 299 









- 3 7 1 8 
- 11 868 
- 31 723 
6 714 
- 1 519 
- 3 058 
11 291 
0 
- 1 493 
- 1 323 
- 4 176 
- 31 776 
- 35 406 
7 391 
- 731 
- 3 584 
10 979 
727 
- 1 157 
- 1 696 
- 5 567 
- 36 368 
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- 1 069 
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- 5 076 



































- 4 344 
- 989 
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- 538 
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- 864 
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- 21 994 
- 1 154 
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- 1 011 
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- 2 3 1 2 
- 3 0 1 5 
- 29 466 
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:ompiling economy : UNITED KINGDOM 
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compiling economy : UNITED KINGDOM 
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:ompiling economy : UNITED KINGDOM 
lartner : OPEC 
(Credits and Debits in Mb ecus, Cover rates as %) 
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3artner : USA 
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partner : Class III (former state-trading countries) 
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(Credits, Debits and Net flows in Mb ecus, Cover rates as %) 
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panner : Class I (industrial countries) 
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comnilino economy : PORTUGAL 
partner : Other industrial countries 
(Credits and Debits in Mb ecus, Cover rates as %) 
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partner : Other developing countries 
(Credits and Debits in Mb ecus. Cover rates as %) 
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comprl/ng economy · PORTUGAL 






























































































































































































































































































































































































compiling economy : EUROPEAN INSTITUTIONS 
partner : Total (intra+extra) 
(Credits, Debits and Net flows in Mb ecus, Cover rates as %) 
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- 22 
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0 
- 24 



















- 1 4 1 3 
- 1 
- 29 



















- 1 564 
- 1 
- 36 




















- 1 8 8 2 
- 1 
- 43 
- 1 838 
0 
791 
- 1 034 
0 
1 125 













- 1 957 
- 1 
- 49 
- 1 907 
0 
798 
















- 2 166 
- 1 
- 65 
- 2 100 
0 
911 
















- 2 573 
- 2 
- 93 
- 2 478 
0 
935 
















- 3 438 
- 3 
- 148 
- 3 287 
0 
990 
















- 3 360 
- 3 
- 145 
- 3 2 1 2 
0 
1278 





































































































































- 1 113 
0 
- 22 










































- 1 369 
- 1 
- 27 




































































- 1 501 
- 1 
- 32 




















- 1 802 
- 1 
- 38 
- 1 763 
0 
2 129 








































- 1 886 
- 1 
- 45 
- 1 840 
0 
2 168 







































- 2 068 
- 1 
- 60 
- 2 007 
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2 044 







































- 2 470 
- 2 
- 87 
- 2 381 
0 
2 079 







































- 3 285 
- 3 
- 140 
- 3 142 
0 
2 045 







































- 3 210 
- 3 
- 137 
- 3 071 
0 
2 295 





compiling economy : EUROPEAN INSTITUTIONS 
partner: Extra-EUR12 
(Credits, Debits and Net flows in Mb ecus, Cover rates as %) 
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- 2 5 060 
10 934 







- 7 462 



































- 3 7 1 9 9 
11777 







- 9 977 





























































- 75 352 
9 834 
- 2 274 




















- 142 567 
4 591 
- 3 672 












































- 4 3 1 9 





- 2 789 






































- 2 5 0 6 
- 6 577 
17651 
0 
- 1 367 
- 740 
- 3 047 




































- 138 230 
7 593 
- 1 423 
- 5 769 
14 785 
0 
- 1 1 186 
- 661 
- 1 356 
- 12 631 



































- 107 389 
13216 
87 
- 3 520 
16 649 
0 
- 3 758 
- 703 
- 2 770 










































- 21 255 
- 806 
- 3 661 
- 13 361 
- 120 302 
190 
compiling economy : 
partner : lntra-EUR12 
USA 
(Credits, Debits and Net flows in Mb ecus, Cover rates as %) 
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- 1 837 
7 859 
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compiling economy : USA 
partner : Extra-EUR12 
(Credits, Debits and Net flows in Mb ecus, Cover rates as %) 
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9 6 3 
Debits 























































































































































- 6 427 
18 723 








- 7 730 
- 8 947 








- 1 0 186 
- 1 4 497 
- 73 795 
10 482 
- 17 






- 48 965 
- 128 130 
7 732 
98 














4 1 5 2 




- 1 611 















- 1 3 079 
-122 630 
- 97 606 
10 933 
768 





- 1 3 4 1 2 







- 4 429 
1711 
- 1 4 285 
-103 515 
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compiling economy : JAPAN 








































































































































































































































































































































































































- 9 630 
- 2 982 
- 2 836 




- 1 097 
- 7 718 
17884 
- 12 963 
- 2 667 
- 3 477 




- 1 455 
4 273 
18 453 
- 13 881 
- 3 299 
- 3 431 





- 1 409 
6 992 
35 333 
- 15 862 
- 3 546 
- 4 047 








- 3 720 
- 4 608 








- 3 337 
- 4 8 1 9 








- 2 368 
- 5 858 




- 2 083 
87 225 
83 533 
- 21 370 
- 4 878 
- 7 508 




- 3 179 
75 411 
80 350 
- 2 9 213 
- 5 9 1 4 
- 13 352 




- 3 482 
67 342 
69 816 
- 3 7 297 
- 6 593 
- 17 561 




- 3 844 
51 880 
193 
compiling economy : JAPAN 
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- 239 
- 598 
- 1 0 6 2 
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- 3 374 
- 497 
- 712 
- 2 166 
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- 2 785 
- 235 
- 715 
- 1 835 
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- 3 1 5 8 
- 264 
- 814 
- 2 081 
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- 3 350 
- 195 
- 948 
- 2 207 
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- 3 563 
2 
- 1045 









































- 3 538 
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- 1 202 









































- 4 809 
- 304 
- 1 526 
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- 533 
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- 701 
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compiling economy : JAPAN 







































































































































































































































































































































































































- 6 599 
- 7 731 
- 2 743 
- 2 239 






- 1 2 850 
6 390 
- 9 589 
- 2 1 7 0 
- 2 765 





- 1 405 
- 1 391 
6 425 
- 1 1 097 
- 3 0 6 4 
- 2 7 1 7 





- 1 396 
- 240 
21074 
- 12 704 
- 3 283 
- 3 234 








- 14 525 
- 3 525 
- 3 660 





- 1 907 
33 532 
56 964 
- 15 150 
- 3 339 
- 3 774 





- 2 139 
51 763 
76 007 
- 13 692 
- 2 603 
- 4 657 




- 2 056 
72 143 
65 041 
- 16 561 
- 4 574 
- 5 981 




- 3 072 
60 008 
59 542 
- 23 847 
- 5 380 
- 11 521 




- 3 466 
50 516 
52 752 
- 29 846 
- 5 892 
- 1 5 124 












The data In this document have been calculated by Euros-
tat on the basis of the balances of payments of the Member 
States of the European Community. 
The Member States' balances on current account are 
broken down geographically into intra-Community trade 
and trade with the various zones made up of non-Com-
munity countries. A summation of the balances vis-a-vis 
extra-EUR12 gives the Community's balance with the rest 
of the world, comparable with the balances of the United 
States or Japan with the rest of the world1. 
The methodology used is an internationally accepted sys-
tem set out in the "Balance of Payments Manual, Fourth 
Edition, International Monetary Fund, 1977". 
Eurostat's harmonization work has consisted of: 
- correcting in the Member States' balances those flow 
classifications which did not exactly correspond to the IMF 
recommendations, and 
- adjusting the geographical breakdown of the flows if it did 
not exactly correspond to the geographical nomenclature 
used for this publication, or if it was incomplete. 
The geographical breakdown of aggregate EUR12 current 
account transactions and the breakdown of the flows of 
certain Member States are shown in the tables at the end 
of this document. 
The American and Japanese balances on current account 
are also given in a presentation which corresponds to 
Eurostat's classification of items. 
Amounts are expressed in ecus at current prices. 










TOTAL CURRENT ACCOUNT TRANSACTIONS 
Geographical nomenclature: 
Total (intra + extra) 
intra-EUR12 
extra-EUR12 




Other industrialized countries 
Class II (developing countries)* 
ACP countries 
OPEC countries 
Other developing countries 
Class III (former State-trading countries) 
International organizations 
Not allocated 
* : The sum of the three sub-classes does not exactly correspond 
to Class II, since Nigeria and Gabon belong both to OPEC and to 
the ACP countries. 
(1) : The Community balance Is in fact composed of the balances of the twelve Member States (Belgium and Luxembourg compile their accounts 
together) and the balance of the Community Institutions. The Community territory also includes those territorial units (islands, principalities, overseas 
territories) which the Member States consider to be part of the reporting economy when they compile their balances. 
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TYPES OF CORRECTION 
Corrections methodological by item: 
The geographical breakdown of Community current ac-
count transactions was calculated in parallel with a study 
on the Community's trade in services with the rest of the 
world1. 
The Member States send EUROSTATt a great deal of 
detailed information on services. In most of the cases, 
corrections by item consisted of amending the calculation 
of merchanting and insurance services and correcting 
merchandise accounts which had not been valued 
FAB/FAB. 
Some countries do not have any data collection system 
from which the origins and destinations of the transactions 
can be derived, others can break down only some of the 
flows and still others apply standard rates. 
- Incomplete series have been reconstructed on the basis 
of structures observed over the years which are available. 
In general, little information is available on earlier years, 
and the structures for the years 1980-1982 have largely 
been derived from those for 1983 and 1984. 
- Some Member States have no information on certain 
zones with which the Community has relatively little trade 
(ACP, former State-trading countries and other Indus-
trialized countries), and in this case the amounts of the 
flows have been reconstituted on the basis of structures 
observed in other Member States. 
Corrections to merchandise and services as a whole 
could thus be made fairly accurately using data available 
for the sub-items. 
Corrections for other items were less detailed (for the 
moment, no detailed information is available on investment 
income by type of investment). 
The IMF recommends that reinvested profits be included in 
investment income, but only Germany, the United King-
dom, Denmark and Spain do include them. In orderto make 
the statistics of these four countries consistent with the 
other countries', we deducted reinvested profits from in-
vestment income. 
The US statistics were similarly corrected to make the 
balances comparable for the analysis (series on the USA's 
reinvested profits published by the OECD were used). No 
correction was made to the Japanese balance since rein-
vested profits are not included in the balance on current 
account published by the Bank of Japan. 
Since reinvested profits are excluded, the current account 
balances published here are slightly different from those in 
national publications (the correction makes a big difference 
for the United Kingdom and the United States) 
Estimates relating to the geographical breakdown 
The geographical breakdown is based on the criterion of 
residence: each transaction recorded has to state the 
economy where the partner is resident (i.e. established for 
a period of more than one year). 
The main problem with estimating the balances in a geo-
graphical breakdown is not so much the harmonization of 
the accounts as the lack of information or the poor quality 
of the basic data. 
- Some Member states have no geographical information, 
either because it does not exist (Ireland) or because it is 
based on the currency in which the transactions are de-
nominated rather than on the residence of the trading 
partners (Greece and Denmark). 
In order to break down the aggregate EUR12 balance, the 
amounts recorded by those countries with extra-EUR12 
have been entirely redistributed (according to the average 
structure observed for all the other Member States). In all, 
5% of the Community's current account transactions were 
broken down in this way. 
Since the information is incomplete, the flows of the Com-
munity institutions with extra-EUR12, which account for 
under 0.5% of the Community's current account transac-
tions. 
Quality of the results by partner country 
The recording of flows to the USA and Japan is most 
satisfactory (data are also available in national publica-
tions). 
When it was not given to us in full, the Class I zone could 
be reconstructed from OECD data (some Member States 
give this zone only and not Class I). 
The OPEC zone is fairly well broken down. 
Our estimates for the other zones are rather uncertain, with 
the breakdown known in fewer than 80% of cases. 
(1) : International trade In services, EUR12, 1980-1989, Eurostat, 1992. 
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CORRECTIONS BY COMPILING ECONOMY 
Germany, France and the Netherlands: 
The statistics of Germany, France and the Netherlands, 
which together account for between 40% and over 50%, 
depending on item, of EUR12 flows to non-Community 
countries, are the most complete. The average structure 
observed in these three countries, which is considered to 
be the most reliable, was most often used for estimates of 
the zones missing from the other balances. 
For Germany, services amounts have been corrected fol-
lowing changes in the recording of insurance. 
For France, the geographical breakdown on a transaction 
basis has been estimated by Eurostat. For the moment, 
France is only making a geographical breakdown on the 
basis of bilateral settlements. Furthermore, the calculation 
of international merchanting has been corrected. The net 
results of activity (which alone count as the remuneration 
for service) have been broken down differently in line with 
the gross credits recorded with each zone. The recording 
of insurance has also been revised. 
Italy: 
Flows recorded with the developing countries excluding 
OPEC have been redivided between "ACP countries" and 
"other developing jntries" on the basis of data from the 
other Member States. 
Italy has no geographical breakdown of investment income. 
The structure has been reconstituted on the basis of the 
other Member States' data (the 1980-1989 average for 
Italy's share of the Community's investment income was 
4% of credits and 7% of debits). This estimate was used 
to calculate the aggregate EUR12 balance and is not 
published. 
The structure of government services has also been cor-
rected by Eurostat. 
BLEU: 
The BLEU's national merchandise statistics are not coin-
piled fob/fob (debits include insurance and freight transport 
payments). Standard rates derived from similar rates used 
in France and Germany have been applied. 
United Kingdom: 
Trade with the "State-trading countries" and "ACP coun-
tries" has been derived from partner-country data. 
Reinvested profits have been deducted from investment 
income. Since there is no information available on the 
composition of investment income by zone, the same pro-
portion was deducted in all partner zones. On average over 
the period 1980-1989, the United Kingdom's reinvested 
profits accounted for 10% of its investment income credits, 
and 4% of the Community's. The equivalent figures on the 
debits side were 5% and 2%. 
Data for 1980-1982 have in most cases been derived from 
1983-1989 data. 
Ireland: 
Apart from merchandise trade, Irish statistics do not have 
any geographical breakdown and so the average structure 
of the other Member States was applied. Again, the esti-
mates are used to calculate the aggregate EUR12 balance 
and are not published. 
Denmark: 
Danish practice is not such that transactions can be re-
corded in line with the residence criterion (currencies on 
used). For all items apart from merchandise, structures 
have been calculated on the basis other EC countries 
structures. These estimates are used to calculate the ag-
gregate EUR12 balance and are not published. 
Spain: 
The sen/ices item has been recalculated following changes 
in the recording of insurance and international merchant-
ing. 
Reinvested profits have been deducted from investment 
income. Since no information was available on the break-
down of investment income by zone, the same proportion 
has been deducted in all partner zones. Spain's reinvested 
profits account for less than 0.5% of its investment income 
credits and 2% of debits. 
The geographical breakdown of government services has 
been reconstructed by Eurostat. 
Since only very fragmentary information was available for 
the period 1980-1985, Eurostat estimated data for this 
period on the basis of the information known for 1986-1989. 
Portugal: 
The services item has been recalculated following changes 
in the recording of insurance. 
Greece: 
Flows are broken down in line with the currency used for 
the transactions. With the exception of the merchandise 
item, the Greek breakdown has been totally reconstructed 
using the average structure observed in the other Member 
States. These estimates are used to calculate the aggre-




Intra-Community asymmetry is the Community's balance 
with itself. 
It corresponds to the sum of bilateral asymmetries between 
Member States, with asymmetries which have the opposite 
mathematical signs cancelling each other out. 
Estimates for the years 1988 and 1989 have sizeable 
asymmetries affecting the merchandise account. 
Apart from this problem, the quality is satisfactory overall, 
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* : Asymmetry by value = balance of EUR12 and intra-EUR12 
** : Relative asymmetry = balance of EUR12 and intra-EUR12 in relation to the averagz of credits and debits with intra-EUR12 
The 1980-1989 averages have been calculated from asymmetries in terms of absolute value, weighted by intra-Community trade.. 
The table also shows world asymmetry, which is completely separate from intra-Community asymmetry. !t is the difference between total world 
credits and total world debits in the IMF tables, and arises mainly because there are shortcomings in the statistical systems of some countries in 
the rest of the world, whereas intra-Community asymmetry arises when flows are allocated to an Incorrect zone. This world asymmetry is a good 
indication, however, of the difficulties of covering every type of transaction. 
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GENERAL BACKGROUND DATA 
US and Japanese balances 
No methodological corrections were made for the US or 
Japanese balances. We simply tried to make their classi-
fications consistent with EUROSTATS. 
A comparison of bilateral data (see graphs on following 
pages) for the Community, the USA and Japan confirms 
that the quality of the merchandise recording is relatively 
good. It also shows that the amounts estimated for ser-
vices are unreliable, but trends in the balances are symme-
trical. 
In contrast, a comparison of bilateral investment income 
data throws up substantial asymmetries, especially be-
tween the USA and the Community. The balances move 
inversely but the slopes are very different. 
Overall, the level of US services data and even more of 
investment income credits is lower. 
Conversely, the flows recorded by Japan with its two main 
partners are higher than its partners' flows. 
- World balance 
The world-level data mentioned in the commentary have 
been calculated by Eurostat on the basis of IMF data, which 
cover atotal of 146 countries for which balance of payments 
data are available. 
The data relating to the main IMF items have been aggre-
gated to make the classifications fully comparable. 
Adaptation of geographical zones: 
- Since intra-Community flows are no longer considered to 
be international payments, they have been deducted from 
the total for international world-level transactions. 
For this calculation, the sum of the data for the eleven 
Member States calculated by the IMF was deducted from 
the world total and then our figures for EUR12 with the rest 
of the world were added in again. 
- Simply to make all the tables published in the analysis 
consistent, US and Japanese data have also been replaced 
by those which EUROSTAT has calculated. 
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COMPARISON OF BILATERAL DATA 
billion ecus 
Item : MERCHANDISE 
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COMPARISON OF BILATERAL DATA 
billion ecus 
Item : SERVICES 
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COMPARISON OF BILATERAL Item : INVESTMENT INCOME 
billion ecus 
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COMPARISON OF BILATERAL DATA 
billion ecus 
Item : CURRENT ACCOUNT 
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The geographical nomenclature used here is that used 
by EUROSTAT for its external trade publications. 
Germany is the Federal Republic as constituted prior to 
3 October 1990, including West Berlin. 
By convention, "total" is the sum of the two zones intra-
EUR12andextra-EUR12. 
The Class III total does not correspond exactly to the sum 
of the three sub-zones since Nigeria and Gabon belong 
to both the ACP and the OPEC zones. 
Total (¡ntraEUR12 + extraEUR12) 
lntraEUR12 
ExtraEUR12 




Other industrialized countries 
Class II (developing countries) 
ACP 
OPEC 
Other developing countries 
Class III (former State-trading countries) 
International organizations 
Not broken down 















































































































Kuwait Saudi Arabia 
Qatar Indonesia 
United Arab Emirates 
"Other developing countries" 
All countries not incluted In the other zones 
















Methodology and Publications of statistical data. 
EUROSTAT : International trade in services, EUR12, 1979-1986, EUROSTAT, 1989 
International trade in services, EUR12, 1979-1988, EUROSTAT, 1991 
International trade in services, EUR12, 1980-1989, EUROSTAT, 1992 
Some data on services, EUROSTAT, 1988 
EC industry panorama, EUROSTAT, annual 
National Accounts SEC, 1970-1989, EUROSTAT, 1991 
Yearbook on External Trade, EUROSTAT, annual 
EC direct investment, 1984-1988, EUROSTAT, 1991 
EC direct investment, 1984-1989, EUROSTAT, 1992 
IMF Balance of Payments manual, fourth edition, IMF, 1977 
World Current Account Discrepancy, IMF, 1987 
Balance of Payments Statistics Yearbook, IMF, annual 
Germany : The balance of Payments Statistics of the Federal Republic of Germany 
contents, struteture & methodological basis, Deutsche Bundesbank, 1991 
Zahlungsbilanzstatistik, Deutsche Bundesbank, annual 
France : Méthodologie de la balance des paiements de la France, EUROSTAT, 1984 
La balance des paiements de la France, Rapport annuel et annexes, 
Banque de France, annual 
Italy : Bollettino statistico, Banca d'Italia, annual 
Movimento valutario, Ufficio Italiano dei Cambi, annual 
Netherlands : Netherlands Balance of Payments Methodology, EU ROSTAT, 1988 
De Nederlandsche Bank - Yaarverslag, De Nederlandsche Bank, annual 
BLEU : Méthodologie de la balance des paiements de l'UEBL, EUROSTAT, 1984 
Bulletin de la Banque Nationale de Belgique, Banque Nationale de Belgique, annual 
United Kingdom : United Kingdom Balance of Payments Methodology, EUROSTAT, 1983 
United Kingdom Balance of Payments - The CSO Pink Book, Central Statistical Office 
Ireland : Bulletin of statistics. Central Statistical Office, annual 
Denmark : Denmark Balance of Payments Methodology, EUROSTAT, 1985 
Greece : Greece Balance of Payments Methodology, EUROSTAT, 1984 
Spain : Balanza de Pagos de España, Ministerio de Economica y Hacienda, annual 
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Annex 
Macroeconomic information and general background data 
European Economy, Commission of the European Communities, periodical 
OECD Economic Outlook, OECD, periodical 
National Accounts ESA, 1970-1989, EUROSTAT, 1991 
International Trade vol I et II, GATT, periodical 
International Financial Statistics, IMF, periodical 
Monthly report of the Deutsche Bundesbank, Deutsche Bundesbank, January 1991 
Annual report, United Nations Economic Commssion för Europe, 1991 
More particularly: 
USA : OECD Economic Studies - United States, OECD 1990 
Japan : Japanese Capital Exports and Asian economical development,, OECD, 1991 
EFTA : EFTA's countries' Foreign Direct Investment, by Jukka LESKELÄ, EFTA, 1991 
EC-EFT A, Two Decades of a PrMledged Trade Relationship, EUROSTAT 1992 
OPEC : European Economy, Economic Trends n'10, European Commission, 1990 
ACP : The Courier, African-Caribbean-Pacific and European Community, periodical, 
Developing countries : EC-NICs Trade, EUROSTAT, 1991 
Former State-trading countries :Trade EC-CAEM, 1979-1987, EUROSTAT, 1989 
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European Communities - Commission 
Geographical breakdown of the current account EUR 12,1980-1989 
Luxembourg: Office for Official Publications of the European Communities 
1993 - 217 pp. - 21,0 x 29,7 cm 
Theme 6: Foreign trade (red covers) 
Series D: Studies and analyses 
ISBN 92-826-5319-6 
Price (excluding VAT) in Luxembourg: ECU 42 
This document presents and comments upon statistics on the geographical breakdown of the current 
account of the European Community (EUP.12) and its Member States for the period from 1980 to 1989 
These figures are estimates calculated from balance of payments data. 
The community trading position on the world market is examined and, whenever possible, comparisons 
are drawn with the United States and Japan. 
The geographical breakdown of the Community current balance with its different partners (USA, Japan 
EFTA, other industrial countries, OPEC, ACP, other DCs, farmer state trading countries) is analyzed. 
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